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Gentlemen:

We have consilared your application for recognition of exemption from
Federal income tax under section 50.(c)(5) of tl.a Internal Ravenue Code.

You were incorporated on I, under the I Non-Profit
Corporation act. Your stated purposes are “O breed, train, and improve
horses for cutter, chariot, and horse racing; to promote the social
intercourse among the memberghip and the general racing public; to
provide and maintain suiteble facilities, grounds and track for cutter,
chariot and horse racing and to conduct on said grounds and track,
raring exhibi%ions and ccntests of speed and races of every kind and
descripition, for pramiums, purses, and other awards made up from feas
or otherwise; a..d to obtain licenses under the respective stata laws for
pari-mutuel wagering or betting, and to charge the public admission
thereto and to said grounds and track, and to let such rights and
privileges to others to conduct stands and booths for the sale of food
and other refreshments to persons on said prenises. 7o do all things
that may be properly done incidental to the foregoing purpose of this
association, To enter and conduct races and promote the purposes of
this association in any statae.

Your primary activity is the opearation of a pari-mutuel racetrack open
to the general public. You periodically hold races, which your members
compece in. The net income from each race is computed and divided by
the numbter of member teams compating in the race and distributed to
them,

For the period ending I, your revenue came from the
following sources: dues SHEll, gate receipts SHJEEM, calcutta (wagering)
receipts SHJEEM, picture sales $Hll, banquet sa)es $HJN. Expenditures ‘
for the same period were the following: dues and subseriptions $HH, |
operating supplies $HEMl, trophies $Ill, calcutta cash $lllll, entartainment
SHH, disbursements to members (from the net proceed from each race)
SHIE, professional services SH, advertising $Hll, and repairs and
maintenance SHEll. Revenues exceeded expenditures for the period in the

amount of SHIEE.
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Section 501(c)(5) of the Code provides for exe ption fram Federal income
tax of agr’cultural organizationa.

o

Section 1.501(c)(5'-1 of the Income Tax chuln&ions provides that
organizations contemplated by saction 501(c)(5) of tha Code are those
which have no net earnings inuring to the benefit of . nny member, and
have as their objecte the batterment of the conditiohb of those engaged
in agricultural pursuits, the improvement of the grade of their products,
and the development of a hisher degree of cfficiancy in thair resgpective
occupations,

Revenue Ruling 67-252, 1967 C.B. 195, defines "agr1cu1turn" as "tha art
or science of cultiva:ins the ground-including prepnring soil, planting
sceds, raising crops, and rearing, fuoding. and mnnaging livestocE "

v
Activities that only remotely promote the intereuca~qf :hoac engaged in
agricultural-pursuits will not qualify an organisat*on for exemption., It
was held that a corporation was not exempt wherc it was organizaed for
the purpose of holding agricultural faird, stonk chowp. and horse race
meets, but had discontinued the holding of agricultural fairs and stock
shows and devotad itself solely.to horse racing. The organization also
shared in betting profits. Forest City Livestock and Fair Co., v, Commis-
sioner, B.T.A. Memo, 32, 215 (P.H,)(1932). The court said: "It is
presumed that Congress used the word 'agricultural' in its genaral
accepted sensa, It would Le a far stretch of the imagination that would
allow it to ba used a8 a cloak to give exerptions from taxntion to tha
racing business. The single fact that horse racing tends to pronnto the
breeding of better race horses which are raised on-8 farm, is not enough,
The connection to agriculture ahould be more nnnodiatd than this."

3aged on the 1nformation you have prteen:od your’ primary lctivity. if
not your only activiiy, is the operntion of a pari-mutuel racetrack in a
commercial manner, Furtharmors, net proceeds from your races are inuring
to your membars based oun the "net incoma" frcm each ‘seperate raca, Your
organization is very similar in operation to. the one described above in
Forest City Livestock and Fair Co. v. Commina‘oner.§ Accordinsly, wa
have determined that your activities only remotely promota the interests
of those engaped in agriculture, and your net earnings are inuring to -
members. Therefore, tex-exemption under section 501(c) (5) 1is denied and
you should file Federal income tax returns. “a

If you do not agree with thesa conclusions, you may, within 30 days from
the date of this letter, filoa in duplicate a drief of the ttcta,»lnw,

and argument that clearly sets forth your position. If you desire an

oral discussion of the issue, pleasa indicate, this 1n your protest, ..Tts -
enclcsed Publication 892 gives instructions fot filins a protest,’
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1f you do not file a. pro:.u u:n thia, atfice’ vithin 30 days of the m@
of thin report or lattcr, thio propolod detn:ninntion vill b‘con. £1n‘1
1f you agree vi:h thes. conclulionn or do not vish to file a uritton ' -
protest, pleass siyn and return Porm 6018 ‘in. the cncionod oolt-ud&rcnocd

anvelope as soon ag pouibln. v T
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1f you have any further quhlti '“plotuo‘d' tact thn poroon vhonc nama
ayd telaphone nunbcr ars shown at the bcainnina of thile Icttcr.,, '
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